New Products
Old Tricks

The Problem

New tobacco products are designed to:
— Draw in new and youth users
— Keep smokers smoking
— Circumvent regulations and taxation

AMERICAN LUNG ASSOCIATION.
Fighting for Air
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Increased youth smokeless tobacco use

TOLL OF OTHER TOBACCO USE
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2011 Top 3 Most Popular Moist Snuff

Brands among 12-17 year olds

1.  Grizzly (Reynolds American, via American
Snuff Company)

2. Skoal (Altria, via UST)

3. Copenhagen (Altria, via UST)
Source: 2011 NSDUH

T T
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 zoit
Source: Analysis of NHSDA, NSDUH data
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eless Tobacco
Cancer, including oral cancer

and pancreatic cancer substitute for

 Gum disease
* Nicotine addiction

Cigar Use

» Cancer of the oral cavity, larynx,
esophagus and lung

smoking cigarettes.
-- U.S. Surgeon General, 1986
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Brand development, Acquisitions Over Time

WHERE IS THE INDUSTRY HEADED?

panies under
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panies under

(RJReynoIds

SANTA FE
NATURAL

BROWN & WILLIAMSON
ToBACCO

B&W no longer exists as a separate company.

Brands are now part of RJR.

EST.1900

AMERICAN )
e s

(formerly Conwood Company)

NICONOVUM
2

Nabisco is now
owned by Kraft
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NEW KIDS ON THE BLOCK

But what they’ re
really used for...
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Kansas City Star, October 31, 201

Original packs test-marketed in
Columbus, OH, Portland, OR, and
Indianapolis, IN starting in January 2009.

gaErI
e A
Redesigned the pack to be LESS strips
child-resistant and re-released ARNIN
products in two new test markets,
Denver and Charlotte, beginning
March 2011.

9/20/13
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NOGON News Release

L2 Methodis: Hespinal Telephone (317) 862,733
H 185 ar 21" Srreer Conmet: Tames Moty
s ot Loz 465206 1367

For Relense: Imnsediare January 1, 2009

,D New Forms of Smokebess, Spitless Tobacco Put Users and Childrenat Risk  «
Tebacos compamues aie lest misketing and debating pew “dsolvable lobacee.” These
products ane being procsoted ot an antwer for tmokers who are uzable to tmeke dus & mmokimg
resmiesions i the workplace, at hoese and m social umanions. Disselvable sobacco may alua be
- segarded a4 a way to szooke around childres withous Lighting wp or spitting as with other
New Forms of Smokeless, Spitless Tobacco Put Users and Children At Risk
o 315 1. s A, i S, 1 e 08 15
Tinders. Iris designed 10 be placed in rhe manth, ow the tongue or herwees the cheek and pam
where it dissclves 1o release tobaceo. The appeal of dissolrable tobaceo is furiher enbanced by
the addinion of flavers meh as wintergreen, mint and “java”

While these prodiacts are sold 1n child. t packaging, their s te candy

and breath mnt sarips and rie Hlelibood shat adulrs will exrry the small packages in fheir pockers
at beave heiss i othues unsecured places, teass that chibdien sy bave easy access to theim
Dissalvable tahacen producss contain berween 60 ra 300% of the micotine found m one
capatelte. Suokers who use these products may get 3 hagher dose of meotine than they ave wed
10, possibly resulting in adverss reactions such as tremors, nauses, vomiting, and agitation.
Chaldien wha ingest this dose of micotine typscally becose pale, saky, sweaty and vosil

Actest o pleatant tasticg. easy b0 eat dussolvable tobacco, however, might entourage childres 1o

ynolds scales back marketing of
Winston-Salem Journal

By Richard Craver

July 31, 2013

After spending more than 4 1/2 years in five test markets, including Charlotte,
R.J. Reynolds Tobacco Co. has struggled to gain consumer traction for its trio of
dissolvable tobacco products.

It has struggled to the extent that it is limiting future marketing of the products: a
pellet (Camel Orbs), a twisted stick the size of a toothpick (Camel Sticks) and a
film strip for the tongue (Camel Strips).

The goal has been making its tobacco products more accessible within a society
that's clamping down on smoking. Reynolds began testing the dissolvable
products in early 2009.

“At this time there are no plans for any marketing beyond these channels,”
Smith said.

“We’ve found in our conversations with adult tobacco consumers that
while there’s strong interest in the category, a different product form may
present a better option over the long term.

22
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SPIT-FREE ¢ e gkohl)
TOBACCOSTICKS :

his product can cause gum disease an

Four flavors being test-marketed in select Kansas stores since March 2011.
Marlboro Sticks are being placed with cigarettes and Skoal Sticks are being

placed with smokeless tobacco products.
Resemblance

Ato2 Tople Lising

KDHE News Release

Kinsas

purrscat o Heallh & Frirem

Joratran Laranco, 78529

Forlmmodate Relosso
May 25 2011

World No Tobacco Day
Kansas Tost Markot for Nw Tobacco Product
Topoka — Tesday. May 31 is Work Mo Teboce e I dargers of oo prodass ard an oppErarty o share win Kensas sttt
Incu rtrocue adih raks s n o Heal &

and the peteetial danges of

. ook ke 2 rrpicks. Accorsing
1039000 s5ck hare ban 56sn al conenlene Slonus Acss the state, Kanaas &

that acubs wll cary the sall packages In hak pockats ofJaae tham n ather unaecurod slaces means trat

« A il [ ingest
2 pouncs of bozy woigt, Fgestion of ax Mo a8 1 mg of mcate by a smal chl
ks a sty In Podtarics tund et

“As the state’ s health agency, KDHE is particularly concerned about the potential
appeal of these new tobacco sticks to youth,” KDHE Secretary Dr. Robert Moser
said. “The packages are so small that they could easily be concealed in a shirt or
pants pocket and youth could use tobacco sticks in front of parents or teachers
while appearing to have a simple toothpick in their mouth. We are also concerned
about the risk of young children accidentally ingesting these products.”

o, Wo prov Wasss, inrins and fostor & 3300 and sustainable andonment for the pacpls of Kanaas

Bock 1 KOME News Rekeass dex

Kansasgov | Pivacy Notice| About KDHE | Contact Us| Directions | Open Records | WatMail | Wabmaster

£4
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‘States (moist snuff and snus)
Swedish Match is the third biggest producer ? 1
snuff in the US with 10% of the market share in January

2012, compared with market leader Altria (56.6%) and RJ
Reynolds which holds 32.2%.

Sales of Swedish snus in the US is relatively insignificant, o5
Swedish Match is reportedly increasing its marketing effortssss
to grow these sales, with General snus available in 3,500 F
stores across the US in 2011.

Where to find?
General Snus “App”

25
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“...the use of smokeles
is not a safe alternative to s ng, noris
there evidence to suggest that it is effective
in helping smokers quit.”

-- U.S. Public Health Service Clinical Practice Guidelines, 2008

KEEPING SMOKERS SMOKING

New smokeless, spit-less products

9/20/13
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Redesigned Pack in early
= 2009 to fit “perfectly
alongside your smokes” —

to prevent smokers from
quitting.

3

um\“l“'\\

TOBACCO-DERIVED NICOTINE PRODUCT

Announced in May 2012 and will be
test-marketed in select Sheetz
stores in Virginia.

VERVE discs are a new kind of tobacco product designed to appeal to

adult smokers interested in innovative types of spit-free tobacco product
alternatives to cigarettes.

30
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Verve disc, which has so
with cough pill releases nicotin

about 15 minutes as a user chews it. Such

a disc of cellulose fibers and a polymer do
not dissolve, so user will have to throw it
away. The new product will be sold in a

packaging of 16 discs, each possessing

approximately 1.5 milligrams of
nicotine, which is less than majority
smokeless products possess.

Altria plans to start selling Verve brand
in more than 50 stores in Virginia by June,
the report stated, but it has not decided
whether to spread the product nationally.
This novelty will be available for nearly $3
in stores in Virginia, and sold only to adult
smokers. The tobacco giant is sure that
such an approach will allow it to
advertise the product with lower health
warnings than those related to

cigarettes.

31
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adult smokers who are interested in

smoke-free alternatives” to cigarettes,
said David Sylvia, a spokesman for
Henrico County-based Altria. "Our
research shows that about 30 percent of
adult smokers are interested in some
sort of smokeless product.”

However, many of those smokers are
uncomfortable with traditional, loose-leaf
chewing tobacco or snuff, so Altria and
other companies are designing products
aimed at wider acceptance.

"We are all aware of the clampdown on
cigarette use and the decline (in
consumption) that is going on in the
country," said Jack Russo, a consumer
staples analyst for Edward Jones & Co.

33

Tju® chewing t 1
product alternative adult cigarette
smokers. It is sold in Denmark and is not
permitted to be sold to persons under the
age of 18.

Packaging contains the required warning in
Danish: "This tobacco product can
damage your health and is addictive.”
Label states "Not for children" in Danish
and packaging is designed to make it
difficult for children to open.

Manufactured in Vejle, Denmark by Okono
A/S, an affiliate of Fertin Pharma A/S.

34
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MARKTEN

MARK' MARKTEN

OCIATION.
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POWERED for potency
Engineered for ENJOYMENT

. ]

Black Cloud Hat

*AHERICAN LUNG ASSOCIATION.
Fighting for Air

‘ I Il! A h ﬁ
| IATION.
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E-Cig Business

“Greensboro-based cigarette maker Lorillard Inc. saw
its net income rise to $313 million on $1.8 billion in
sales, despite declines in cigarette sales volumes.
Within the growing e-cigarette category, Lorillard’s
blu eCigs carved out a market share of more than
40 percent, with $57 million in sales during the
second quarter, up from $8 million during the same
period the year before.”

Business Journal Greater Triad Area,July 25, 2013

1:AMER|CAN LUNG ASSOCIATION.
Fighting for Air

..........
blucigs.com

Fighting for Air

AMERICAN LUNG AdDUCIALIION.
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THE GREEN SMOKE"
E-CIGARETTE TRULY IS
A SOCIAL CIGARETTE.

| can blow smoke i
anywhere! | don't have
to go to a designated
area to doit. That's why
it's so amazing!

Evan Foley
Green Smoke User

SAVE $1000's A YEAR WITH E-CIGS!
The secret is Green Smoke®'s Flaverhax ™ cartomizers ~ Gesigned 1o maximize flavor

and provide exceptionally Nigh moke vokume. In fact, e8ch cantomizer is equivalent 10 15

Fighting for Air

reedom/independence to
smoke anywhere

 Harm Reduction/Cessation
* Rebellious
* Smoker acceptance

AMERICAN LUNG ASSOCIATION.
Fighting for Air
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shaun says: June 21, 2013 at 11:55 am Big
tobacco should stay out of the e CIG
market. People switch to e cigs for the
health benefits and because they are
tired of paying high CIG prives. | can go
to my local e cig store and get a great
vapor king kit for $50 and | only pay $7 a
week to refill my device. If big tobacco gets
involved its going to cause the prices to go
up and eventually it will be just as
expensive if not more than cigs. | think big
tobacco wants the price of e cigs to go up
so people go back to smoking. - See more
at: http://vaperanks.com/r-j-reynolds-
tobacco-company-launches-vuse-
electronic-cigarette/#sthash.uiSqUaTa.dpuf

43

arket to be

Costs only 11 dollars & refill cartri
6 dollars for two & it comes with a charger.
The smoke you get from it is great, i loved
the idea that it was rechargeable, but one
BIG problem, after 3 days my VUSE cig
stopped working. No lights, no smoke,
nothing. | thought it was a fluke so i bought
two more...& within 3 days the cig stopped
working! & this last one i think there is
something really wrong, maybe even
dangerous...it is releasing some type of
toxic smell from the base of it (where u
inhale) & i know its not the cartridge, its
coming from the actual e cig. | am
pissed! | plan to write the company, &
demand my money back. | loved it
tho...which is why im pissed. Ddefinitly will
not last you more than 3 days. Such a
shame that such a good product doesnt

live up to its promise to be rechargeable! 44

9/20/13
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Tobacco Marketing:
Increased spending
New magazine ads
Point-of-Sale marketing
Marketing in other venues

HOW INDUSTRY ACHIEVES THE GOAL

en 2005 and 2008, A |
tobacco marketing expenditures more than
doubled between 2005 and 2008.

., $600 -
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$300 -

$200 - $224.6

$170.2 118.5% increase since 2005

$100 +

$0 -
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
ing data for

These data are based on the most recent official data available from the federal government. The most recent
tobacco is for 2008 and comes from the FTC’s Smokeless Tobacco Report for 2007 and 2008.
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Now, every Skoal
Long Gut’ comes in
the FreshSnap can...

FreshSnap cans keep our premium
100% American tobacco so fresh,
we guarantee it until the
date stamped on the bottom.

...aven our newest flavor.

NEW SKOAL VANILLA BLEND.
The rich taste of vanilla perfectly
blended with premium, hand-selected
tobacco for a new, long-lasting,
ultra-smooth taste.

uS‘v*‘Snx)kck:&.

FRESHASULDS l.)l_.u.‘ll EINLY

55

nus poouct YN
MAV EAII“ BUM

foomiios

front row-friendly.

spitfree.
sold cold.

Rolling Stone, July 9-23, 2009

9/20/13
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introducing
dissolvable tobacco

)

Yol |
Mot

the best tobacco you never smoked
\ A A AR S e

Insert in Indianapolis Star, April 200

Spi’rfree.
sold cold.

(now in mellow)

snus is not dip

(not even close)

50
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[Courtesy of trinketsandtrash.org September

(% season's ™)
'« SINUS’N

SINMOKEe-FREE

RESOLUTION

cal

WARNING: Smokeless|§| WARNING: Smoeless
tobacco is addictive. tobacco is addictive.
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FDA Violation
Greeley, CO
July 2013

53

and Dissolvables
Portland, OR
April 2009

\

vnter display of Camel Snus
1
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Alpena, MI, February 2012
57

Alpena, Ml February 2012

58
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Price Differences

HOW INDUSTRY ACHIEVES THE GOAL

9/20/13
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wer prices are more a
and appealing to youth
— Draws them in to a lifetime of addiction
— Can lead to smoking, the big money-maker for the
tobacco industry
* Promotes dual use and hinders quit attempts

— Smokers can buy fewer cigarettes by using other
products sometimes

— Why quit because cigarettes are more expensive
when you can temporarily substitute with OTPs?

AMERICAN LUNG ASSOCIATION.
Fighting for Air

61

Altria Group Inc (NYSE:MO) has introduced a new product called Verve — a
chewable, spit-free, oral product that contains nicotine but no tobacco — in
select markets in the U.S. [l The company has upped its focus on
smokeless products in recent years as they offer considerable growth
potential and attract lower excise taxes than cigarettes. Separately, in
some good news for the company, Altria has won the case involving
Marlboro Lights in Minnesota.

62
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The U.S. smokeless-tobacco market

Reynolds American Inc. and Philip Morris Snus
" USA Inc. have made big splashes in the 0
;m:?m;ﬁ growing smokeless-tobacco market the | 100acco thatis

last two weeks. Increased restrictions | Basteurized, not
%mmmmﬁl on where people can smoke is one  femented, comesina
WIapper. of the reasons why smokeless small pouch and does
’ tobacco’s popularity has not require User to spit.

rown.
1% of the smokeless-tobacco market 9

,‘H..

1% of the smokeless-tobacco market 2% of the smokeless-tobacco market

Moist Snuff Loose Leaf

Cut, moist tobacco Strip tobacco that is
leaf that i fermented, sweetened, flavored
flavored and packaged and packaged in a foil
in round plastic cans. pouch.

65% of the smokeless-tobacco market RN | 31 %% of the smokeless-tobacco market

What Can States &
Localities Do?

32



» Implement & enforce smoke-free laws

* Fully fund tobacco control programs

» Provide coverage for cessation services
* Increase tobacco taxes

» Take action to restrict the sale & distribution of
tobacco

* Licensing restrictions § AMERICAN LUNG ASSOCIATION.

he tobacco industry has ¢
have its tactics

* Many new products are being introduced

« The FDA law has made a big difference in how
tobacco companies market to youth — but we
need to be vigilant and keep them from trying to
get around the law

» States can do a lot of things on their own

*AMERICAN LUNG ASSOCIATION.
Fighting for Air

9/20/13
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www.countertobacco.org
www.storealert.org
www.trinketsandtrash.org

Can attach photos: CTPcompliance@fda.hhs.org

Flavored Smokeless & Cigars:
tobacco2@fda.hhs.org

Also, can contact us, TFK...(RAD map), for in-state
contacts re: test markets)

1:AMER|CAN LUNG ASSOCIATION.
Fighting for Air
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